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Supply and demand are two interdependent and mutually contradictory aspects in 
the economic operation, will directly determine the prosperity and decline of the 
market.However,in the two unity of opposites,the main aspects of the contradictions 
will change. When the supply excesses, it is the main aspects of contradictions to 
expand demand. When demand is not met due to supply,then it is the key aspects of 
contradiction to expand and optimize supply. In my opinion,At present,the supply has 
become the main aspects of the contradictions in economic transition. Therefore,to 
develop the economy,to expand demand,to achieve growth, we must strive to increase 
and optimize the supply, enable  both to promote and complement mutually in the 
balanced development.  
In the history of economics, Supply school and Demand school sometimes sticks 
to one end absolutely,so that there is the controversy on “supply creates demand” or 
“supply creates demand”for a long time.Their differences is essentially “Who decide 
the prosperity and decline of the market”.The mistake of demand determinism lies in 
the fact that it ignores the existence of effective supply and the decisive role of the 
effective supply to the effective demand. While the supply determinism considers that 
there is effective supply and ineffective supply. Effective supply induces and 
stimulates effective demand; ineffective supply will depress demand, result in lack of 
demand. Therefore, in this sense, the prosperity and decline of the market economy 
ultimately depends on the effectiveness of supply and supply capacity, expanding 
domestic demand must also take the effective supply as prerequisites. 
  China is now undergoing an economic transition, which inevitably leads to the 
changes of market supply and demand. The changes from shortage to surplus in 
market supply in china is the concentrated reflection of this transition. For excess 
supply, most of the academia or the mainstreams has always regarded Keynesian 
theory of effective demand as a classical interpretation, overemphasised on demand 
management, strongly advocated the expansionary economic policies, but in practice， 














based on the assumption that the quality of supply is guaranteed. If oversupply and 
market depressed arises simply because marginal propensity of consume declines, 
then expanding domestic demand is logical. In fact, oversupply emerged at the 
beginning of market economy in china, isnot “absolute surplus”, but “relative 
surplus”caused by the inhibition of effective demand. The main reason is that the 
ineffective supply of poor quality is too much and effective supply of high quality is 
lack. Counterfeit or shoddy goods are flooding the market, even foods,drugs are toxic 
and fake, Commercial Housing is high price with poor quality. how to expand the 
demand? This requires us to attach importance to supply management, constantly 
optimize the supply and increase effective supply,when the macro-economic policies 
is established. 
  Supply can be divided into product supply, capital supply and the supply of 
employment,etc. In which the supply of employment is the fundamental point that 
supply creates demand ,is also “the first supply”. Therefore, to expand demand and 
promote economic development, we should establish the “employment first”  
development strategy, pay attention to solving the problem of employment, and 
greatly increase the income of the residents. At the same time, we must strengthen the 
capacity of the effective supply of micro-enterprises, change the objective and mode 
of macro-economic regulation policy. 
My viewpoint on supply may not be correct and accepted, but as an academic point 
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